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In this article, the author argues that any consideration of race and formal philanthropic 
activity must consider the issue of wealth differences; it is in the area of wealth that the 
greatest degree of racial inequality exists, with Black families owning about one eighth the 
assets of White families. In addition to this empirical rationale for investigating the role of 
net worth in accounting for Black-White differences in philanthropic activity, the author 
provides a theoretical argument, distinguishing between the role of income and that of 
wealth in giving. The author concludes by arguing for a new research agenda that links 
the burgeoning literature on race and wealth to that on race and philanthropy. 


The Black-White difference in average net worth is wider than the racial gap in 
any other socioeconomic measure. In 1994, the typical White American family 
enjoyed a “nest ege” of assets totaling a median of $72,000. By comparison, 
with a median net worth of $9,800, the typical Black family had no significant 
nest egg. Unlike income or education levels, wealth has the particular attrib- 
ute that it tends to reproduce itself in a multiplicative fashion from generation 
to generation. As a result, the Black-White gap in assets has continued to grow 
since the 1960s, when civil rights victories were won (Oliver & Shapiro, 1995). 
The aims of the current article are twofold: first, to examine the importance of 
this asset gap for philanthropy in the African American community; and sec- 
ond, to evaluate complementary hypotheses about why this asset gap exists 
and persists across generations. A conclusion ties these two issues together, 
bringing the origins of the wealth gap to bear on the consideration of philan- 
thropy in the Black community—specifically in the design of new research 
studies on formal giving. 

Net worth, which will be used in this article interchangeably with asset 
level or wealth level, is calculated simply by adding up the value of everything 
one owns (or one’s household and/or family unit owns) and then subtracting 
from this figure the total amount of outstanding debt. Because most property— 
such as a house or an IRA—may be held jointly, both legally and informally, it 
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is probably best to figure net-worth levels for family units. Research on net 
worth has been slow in coming when contrasted to that on income and income 
distributions because reliable data on net worth have only been consistently 
available since the 1980s. In 1984, both the Survey of Income and Program Par- 
ticipation (SIPP) and the Panel Study of Income Dynamics (PSID) first asked 
about the asset levels of responding families. Each study has its own advan- 
tages. SIPP provides a larger baseline sample; however, its relationship with 
respondents lasts for only a couple of years. The PSID began in 1968 and is 
repeated annually, following the same families for three decades now. This 
longer relationship means that collecting sensitive data may be easier for these 
surveyors. In the end, however, both data sets have been found to be compara- 
ble. In this study, I use data from the PSID. 


ASSETS, RACE, AND PHILANTHROPY: 
THEORETICAL CONSIDERATIONS 


On first blush, it would appear that the relationship between asset levels 
and philanthropic activity is a straightforward one. If it takes money to make 
money, as the old adage goes, it certainly takes money to give it away. In fact, it 
might be argued that net worth is the key (or only) variable worth measuring 
when trying to predict the level of giving among a group. This assertion stems 
from the notion that income and wealth are used differently. Income is a flow 
of money—such as from jobs, gifts, or investments—whereas wealth is a stock 
or pool of economic resources. Of course, the line between income and wealth 
is a fluid one that can be redrawn with a single trip to the automatic teller 
machine. 

However, to the extent that giving is not built into the standard structure 
and routine of daily or monthly life, it is more likely that monetary donations 
will come from wealth and not income sources (this article will not directly 
consider the important issues of in-kind giving or volunteering). That is, 
unless every month, when individuals pay utility, housing, and other bills, 
they also make one or more charitable contributions, it is not likely that dona- 
tions are figured into household budgets and calibrated to regular income 
flows. Rather, it is more likely that gifts will be made from some reserve stock 
of resources (or windfalls), most likely liquid assets such as bank accounts, 
certificate of deposits, stocks and mutual funds, or bonds.’ It is within this cat- 
egory of liquid wealth that the racial asset gap is the greatest (Oliver & 
Shapiro, 1995). In fact, when one considers the fact that 30% of all African 
American families enjoy no liquid assets, it becomes surprising and all the 
more admirable that there are significant levels of monetary donations within 
the Black community. Table 1 shows the distribution of net worth by race and 
income. 

It is important to note that income does not explain the race gap in wealth 
levels. We can see in this table that at every income level, African Americans 


Downloaded from nvs.sagepub.com at NORTHWESTERN UNIV LIBRARY on March 25, 2015 


532 Conley 


Table 1. Median Family Net Worth by Race and 1992 Yearly Family Income 
(in 1994 dollars) in the 1994 Panel Study of 
Income Dynamics (weighted by 1992 family weight; n = 7,324) 





Yearly Income All Races White Black 
Total $58,000 $72,000 $9,771 
Less than $15,000 6,000 10,000 0 
$15,001 to $35,000 36,600 45,700 11,000 
$35,001 to $50,000 76,925 81,000 40,000 
$50,001 to $75,000 135,000 140,200 54,000 
Greater than $75,000 300,000 308,000 114,600 





hold lower levels of net worth than their White counterparts.’ Among the 
poorest group—those with annual incomes less than $15,000 in 1994 (approxi- 
mately the official poverty line for a family of four at that time)—the typical 
(median) White family held $10,000 of net worth. The corresponding figure 
for poor African Americans was zero. This means that a full half of all poor 
African American families had no net worth or were even “living in the red” 
(in net debt). Among the middle-income group—with a 1994 annual family 
income between $35,001 and $50,000—the median Black family held just less 
than one half the net worth of its White counterpart ($40,000 and $81,000, 
respectively). At the highest income bracket—those families who enjoyed 
annual incomes of more than $75,000—the typical White family holds 
$308,000 to $114,600 for its Black counterpart. Retelling this story with mean 
values in place of medians only makes the racial disparity more stark in terms 
of absolute dollar amounts (see Conley, 1999, Table AD, Of course, if it is 
wealth in general—and liquid assets in particular—that provides the basis of 
giving, then we should expect African Americans to give much less than 
Whites at every income level. 

There are other, less directly economic reasons why wealth levels should be 
considered when addressing the issue of rates of philanthropic activity. These 
have to do with the reasons why people give money away. Ostrower (1995) 
argues that some of the main reasons the wealthy often give are (a) to legiti- 
mate their wealth by giving some of it back to society, (b) out of feelings of guilt 
caused by their privileged economic position, or (c) due to a culture of inheri- 
tance and philanthropy within families. Although she is probably using the 
terms wealthy and wealth to refer to the overall economic and class situation of 
her respondents—not income or wealth in particular—tangible assets proba- 
bly play a particularly important role in the social-psychological dynamics of 
giving. 

Itis illiquid or tangible wealth—homes, cars, real estate, business ownership— 
that provides the fodder for “conspicuous consumption,” to borrow the 
words of Thorstein Weblen (1899/1979) from almost a century ago. However, 
these class or status identity markers are not entirely consumptive. Owner- 
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ship of a home, for instance, is both an investment and a living expense. Own- 
ership of businesses, real estate, and other manifestations of wealth serve a 
dual role of securing an economic future as well as making a display of class or 
status group hierarchy. This is all to say that if—as Ostrower (1995) 
claims—the wealthy give to assuage feelings of guilt or to legitimate their 
wealth to the world, they are probably doing this in response to the most out- 
wardly visible manifestations of such wealth: illiquid assets. Second, she men- 
tions a culture of inheritance and philanthropy within some families. Inheri- 
tance is the result of accumulated wealth, not income. The primary role of 
bequests upon death (or prior to death) are to secure the economic future of 
offspring and other relatives. Except for rare cases, it is only after the needs of 
family members are adequately addressed that significant resources may be 
directed toward formal philanthropic activity. It may take several generations 
of economic security (in the form of an asset cushion) before a “culture of phi- 
lanthropy” can develop. 

These considerations about the sources of gifts within households and the 
social dynamics behind giving suggests that researchers may be missing the 
most important variation when they inquire about respondents’ levels of giv- 
ing by economic rung. For example, in 1986, the Joint Center-Gallup Survey of 
Philanthropic Activity asked Whites and Blacks (with an oversample of the 
latter) about their involvement with charitable giving. Carson (1989) reports 
the results by race, finding that among individuals who earned less than 
$12,000 per year, 28.6% of African Americans did not make a charitable contri- 
bution, whereas 17.2% of Whites did not. Likewise, among the middle-income 
group, those who earned between $12,000 and $25,000 per year, 14.0% of 
Blacks made no contribution compared to 9.6% of Whites. Finally, among 
upper-income respondents (greater than $25,000 annual income), 16.4% of 
African Americans had not made a monetary donation, compared to only 
7.5% of Whites (Carson, 1989, Table 5.3). These data—based only on income 
measures—give the false impression that African Americans may be less char- 
itable at all levels of the economic spectrum. In fairness to the data, when one 
looks at the groups who did make a donation, the data show more evenness as 
to how much they gave. For example, among those who earned more than 
$25,000 in annual income, 20.2% of both the Black and White respondents 
gave more than $1,000 to charity. Likewise, among the poorer group (income 
less than $12,000), equivalent percentages of Blacks and Whites donated 
amounts ranging from less than $50 (14.7% and 12.5%, respectively) to the 
$250 to $499 range (8.1% and 9.0%, respectively). These figures on amount 
donated are only marginally useful because Carson provides no mean or 
median values of gifts among donor groups. So, we cannot draw definite con- 
clusions by percentages in various cells. For example, if Blacks of a certain 
income bracket gave a certain amount (say $100 to $249) less than Whites of 
the same income class, then does this mean that they tended to give larger or 
smaller gifts? It is for the reason of this indeterminacy that I focus only on the 
extreme categories. 
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Given the uneven distribution of wealth by race that I have shown above, I 
argue that the comparison between Blacks and Whites at similar income levels 
is an invalid one. As mentioned above, among the poor category (less than 
$12,000), the median Black family had zero or a negative net worth in contrast 
to a net worth of approximately $10,000 for Whites in that income group (see 
Table 1). This difference, I hypothesize, accounts for the higher rate of non- 
giving among African American respondents. In fact, given these wealth data, 
it is surprising how many low-income Black respondents did give. At the 
upper end of the income distribution, the story is no different. The typical 
White family who earns $40,000 per year enjoys an asset level of roughly 
$80,000. The African American counterpart has less than half that amount. 
This is all to say that if this study were redone and anew table constructed that 
broke down the rates of giving and the amount of donation by race, income, 
and net worth, then it would likely be the case that the rate of overall giving as 
well as the amounts donated by Blacks would far exceed the White totals at 
similar income and wealth levels.’ In sum, racial comparisons should always 
be made considering net-worth levels in order to be accurate. 

Another consideration affecting sources of gifts and part of the social 
dynamics of giving is the degree of inequality within the Black and White pop- 
ulations, respectively. Research has demonstrated the level of income inequal- 
ity is greater among Blacks than it is among Whites (see, e.g., Wilson, 1978). 
This is even truer for the wealth distribution in the United States. For example, 
if we take the ratio of the family at the 10th percentile in the White distribution 
to the family at the 90th percentile (a proportion that is often used as a measure 
of income inequality), we find that in 1994, this figure was 41.5. This is a large 
90-10 ratio, reflecting the fact that assets are more unevenly distributed than 
income. However, as unequal as the distribution was for Whites in 1994, it is 
worse for African Americans. We cannot even calculate a meaningful ratio in 
the Black community because the denominator is negative (the family at the 
10th percentile among the African American sample has a net worth of —$200). 
This greater inequality in wealth among African Americans may have an 
impact on rates of giving, although it is not clear in which direction. If the 
wealth that is held by Blacks is more concentrated in the hands of a smaller 
elite, then it might be more likely to be given away given its declining mar- 
ginal utility. That is, because an additional dollar when one already has 
$1,000,000 is worth less to the owner than an additional dollar when one only 
owns $1,000, then greater concentration might lead to overall higher total 
bequest amounts because there would be greater “surplus” pools of wealth. 
However, to the extent that the inequality within the African American com- 
munity results in a greater need for informal gifts and aid to kith and kin—as 
some researchers have suggested (see, e.g., Hogan, Eggebeen, & Clogg, 1993; 
Patillo-McCoy, 1999; Stack, 1974)—then the greater needs of the worse off may 
serve to siphon off resources that might have otherwise been used in formal 
philanthropic activities in lieu of the suggested informal uses. 
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THE WEALTH GAP: HISTORICAL 
AND CONTEMPORARY ORIGINS 


If this wealth gap is central to understanding patterns of formal, philan- 
thropic activity, then it is critical to understand its origins and the reasons why 
it persists today. The reasons for the Black-White disparity rest both in the his- 
torical nature of race relations in the United States and in contemporary 
dynamics. Of course, low wages during the course of American history have 
provided African Americans with little opportunity to accumulate and pass 
on savings to their descendents. Because net worth picks up not only one’s 
current economic situation but also that of one’s ancestors as well, over the 
course of generations, these consistent wage differentials snowball into large 
wealth gaps. As if lower wages were not enough, there have long been legal 
and institutional obstacles to wealth accumulation among African Americans 
(Conley, 1999; Oliver & Shapiro, 1995). Since the first days when African 
Americans were wrested from their possessions as slaves to the failed promise 
of land redistribution in the wake of the Civil War to the redlining and lending 
discrimination that has spanned the entire 20th century to the residential seg- 
regation that continues, relatively unabated today, the obstacles to Black 
wealth accumulation are formidable. Given the salience of intergenerational 
relations and historical conditions to current disparities in net worth, it is 
important to examine the Black-White wealth gap through an intergenera- 
tional lens. 

Two studies by the same author have used intergenerational data to try to 
tackle this issue and have come to different conclusions. Conley (1999) uses 
data from the Panel Study of Income Dynamics to estimate the wealth levels of 
individuals ages 18 to 30 in 1994, holding constant a range of individual vari- 
ables including, age, gender, education level, income, and a host of parental 
variables such as age, family structure, welfare status, occupational position, 
5-year income average, and net worth to find that when parental variables are 
controlled, the racial gap in net worth disappears. In this model, the strongest 
predictor of respondents’ net worth is parental net worth. 

This changing significance of race in this model is depicted graphically in 
Figure 1. Because wealth is modeled in units of natural logarithm, it is not 
readily interpretable as a dollar amount. However, Figure 1 sets the base, 
Black-White difference to a value of 100% for the first column of the chart. This 
is a way of depicting the entire Black-White asset gap when no other controls 
are introduced. Column two shows that when the socioeconomic status of 
respondents is held constant, the wealth gap is reduced to 62% of its original 
level, although it is still significant. However, when the wealth levels of these 
individuals’ parents are factored out, the race gap is eliminated (it even 
changes direction although is not significant). This analysis seems to support 
the claim that the primary engine of the racial “equity inequity” is an inter- 
generational legacy of asset deprivation. 
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Figure 1. Percentage of Black-White Asset Gap Unexplained for the Young Adult Sample by 
Model Type 
Note: Unfilled bar shows insignificant race coefficient. SES = socioeconomic status. 


However, a second study (Conley, in press) uses the same dataset but a dif- 
ferent wave to show that among a wider range of respondents in 1989, the 
wealth gap persists after holding constant a similar battery of variables (but is 
eventually eliminated). This study is graphically illustrated in Figure 2. The 
first column is again the baseline model with no controls. The second column 
shows when we control for the respondent’s socioeconomic status, more than 
half of the wealth gap between African Americans and Whites is eliminated. 
When we factor out the differences between parental levels of wealth, differ- 
ential parental mortality, and inheritance levels, this gap is further reduced to 
about 38% of its original level. When we—in addition to all these other con- 
trols—also factor out the initial wealth level 5 years prior (in 1984) and savings 
behavior during the interim, we find that the wealth gap is down to 14% of its 
original level. 

What is startling in this model is that there is any gap at all given we are 
controlling for so many factors, even the level of wealth just 5 years prior. In 
other words, what this model is saying is that significant wealth differences 
between Blacks and Whites in America can emerge in just 5 years time. Finally, 
however, when we take this initial wealth endowment and break it into its 
constituent asset types, we find that the race gap is reduced to 6% of its original 
level and is rendered insignificant. A cautionary note regarding this latter 
study is that to have a wide age range, it used estimates of parental wealth 
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Figure 2. Percentage of Black-White Asset Gap Unexplained for the Full Age Sample by 
Model Type 
Note: Unfilled bar shows insignificant race coefficient. SES = socioeconomic status. 


levels given by the respondents, whereas the earlier study used self-reported 
data and then followed the children of these individuals 10 years later. So, the 
net worth data for the former study is probably more reliable. 

That said, the differences between the two studies do not necessarily con- 
tradict each other but rather can be seen as complementary. First, it appears 
entirely plausible that among the youngest cohort of adults—who have barely 
entered the labor market—parental variables, particularly their net worth, are 
most salient. The issues of differential access to credit, housing stock, and dif- 
ferential rates of asset growth probably have not yet taken their major toll. It is 
among older respondents, who have weathered a lifetime of differential 
access and returns, that race has a strong net effect. Second, although the latter 
study does not eliminate the race gap by holding parental wealth and inheri- 
tance constant, it does show in separate analysis that controlling for a number 
of socioeconomic variables, African Americans are less likely than Whites to 
receive inheritance, and when they do, itis of lesser amounts on average. Such 
a finding—to be expected—shows the salience of intergenerational dynamics, 
even if the race gap in wealth is not eliminated. It is particularly relevant to the 
issue of philanthropy because many donations may occur at the time of inheri- 
tance (or other financial windfalls). Especially when large sums are first 
acquired—before new “needs” crop up to raise family expenses to the new 
standard of living—individuals may be the most generous. 
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CONCLUSION: IMPLICATIONS FOR PHILANTHROPY 


There appear to be both historical and contemporary forces at work in gen- 
erating persistent “equity inequity” between Blacks and Whites. This has 
important implications for philanthropy. Given the salience of assets to donor 
activity, philanthropy as traditionally defined faces the formidable obstacle of 
low wealth levels in the Black community, yet it appears as though, control- 
ling for income and net worth, donation rates and amounts are probably 
higher than the corresponding figures for Whites. Future researchers should 
include net worth in any questionnaire regarding philanthropic activity. 
This important control variable will allow researchers to properly estimate 
the “true” effects of other demographic variables—notably, race—on giving 
behavior. 

Specifically, [would recommend that a new survey be conducted that com- 
bines aspects of the Panel Study of Income Dynamics and the Joint Center— 
Gallup Survey of Philanthropic Activity. This survey would need to inquire 
about formal philanthropic activity of respondents. It would also record 
respondents’ incomes over a multiyear period, their net worths (totaled 
through specific questions regarding asset categories such as vehicles, homes, 
bonds, stocks, pension funds, and so forth as well as varying types and 
amount of debt), and inheritances and windfalls received. This study should 
also investigate the degree of informal gift giving to kin and nonkin to see if 
demands on relatively wealthy African Americans on the part of relatively 
worse-off individuals in their social world tends to significantly drain 
resources that would otherwise be directed to formal philanthropic activity. 

Such a study would not only allow us to reassess and update the Carson 
(1989) findings but also open up the possibility of asking a range of other, 
related questions. For example, is it true—as is hypothesized here—that 
income does not truly matter in predicting giving but rather that it merely acts 
as a proxy for net worth? What is the effect of different types of wealth on giv- 
ing rates and levels? The hypothesis that wealthy families tend to give to legit- 
imate their outward signs of social status would predict that illiquid asset lev- 
els have a strong impact net of liquid asset levels. Do assets and debts affect 
giving in the same (but opposite) direction? Or do people make different cal- 
culations based on debt and assets? We may also be able to ask questions about 
how the relationships between all these factors—income, net worth (liquid 
and illiquid), inheritance, kin giving, and formal philanthropic activity—vary 
by race. That is, is the effect of net worth on donor activity the same within the 
Black and White communities? The greater degree of inequality of wealth and 
income would suggest that the answer is “no,” that there might be different 
effects of net worth on giving in the Black and White populations. 

Even with all these research questions in mind, it remains an open question 
as to whether high rates of philanthropy in the Black community (when 
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controlling for income and wealth) have been a positive influence on the over- 
all net worths of African Americans. Namely, if African Americans are giving 
their money away to charitable causes, then they are not keeping it for them- 
selves. In other words, high rates of giving may themselves contribute to 
lower net worths if the money given does not have an even greater positive 
effect on the net worths of other African Americans. This, of course, depends 
on how much the recipient charities focus on this as a goal and how effective 
they are. This too should be asked in a new survey: To which charities and for 
what reasons did Blacks and Whites give? 

This issue of the focus of donor activities raises a third important issue: 
How can donors best facilitate racial equity in wealth levels—a goal that will 
have, of course, an indirect impact on the future levels of White and Black 
donations. This is where the area of race and wealth has important implica- 
tions for practitioners. One innovative mechanism to achieve these ends is by 
“indirect support.” Indirect support entails donors using their resources to 
leverage or underwrite loans and insurance, as opposed to the traditional 
model of direct giving. This approach often involves partnerships between 
traditional business interests and the foundation and volunteer sector. By 
thinking of assistance more broadly than direct grant making, the resources of 
foundations or individual donors can be spread a lot farther. In conclusion, 
both practitioners and researchers should have many new avenues to pursue 
if they view race and philanthropy through the lens of wealth inequality. 


Notes 


1. This figure includes housing and vehicle equity. 

2. This notion of different sources for different activities is most eloquently argued by Viviana 
Zelizer (1992) in The Social Meaning of Money. 

3. Data on other racial groups—such as Latinos—are scarce in this data set, so my analysis 
focuses on Blacks and Whites; that said, it is between these two groups that the largest gap exists. 
In fact, among the Latino population, those with darker skin on average tend to financially resem- 
ble the African American population, whereas those with lighter skin are closer to the White val- 
ues on average. 

4. Itis important to note that even after controlling for more than income, this gap remains. For 
instance, Henretta (1979) demonstrated that even after accounting for a range of socioeconomic 
and demographic factors, Blacks’ net worths were substantially lower than those of Whites (also 
see Jackman & Jackman, 1980). Furthermore, he showed that during the 1970s, Blacks at similar 
incomes and ages were much less likely to own their homes than Whites. Parcel (1982) has docu- 
mented that even among homeowners, African Americans face difficulty in converting their 
income into housing equity (i.e., net worth). These data are quite dated by now, however, having 
been collected only half a generation after the passage of landmark Civil Rights legislation during 
the 1960s. More recent studies show mixed results and will be discussed in this article. 

5. The data to which I have access have detailed information on income and wealth but do not 
include questions about philanthropic activity. What is needed is a new study that combines the 
questions from the Panel Study of Income Dynamics and the 1986 Joint Center-Gallup survey. 
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